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Annual Report of President to Stockholders 


The report of the operations of your company and its subsidiaries for the year 1943, includ¬ 
ing Consolidated Balance Sheet, Profit and Loss Account, and Surplus Accounts, is submitted 
herewith. 


Sales and Profits 

Net sales in 1943 amounted to $588,833,620.10, a decrease of $22,305,856.75, or 3.65%, as 
compared with 1942. 

The consolidated net income for the year 1943 after income taxes, interest charges and 
adequate depreciation, but before preferred dividends, amounted to $5,036,748.25 as compared 
with $4,522,595.32 in 1942. Regular preferred dividends amounting to $1,069,307.50 were paid 
during the year. Dividend requirements on the average amount of preferred stock outstanding 
during the year were earned 4.71 times. After deducting regular preferred dividends in the 
amount of $1,069,307.50, the earnings of the company applicable to common stock were $3,967,- 
440.75, or at the rate of $4.68 per share on 846,887 shares, the average number of common shares 
outstanding during the year. 

The operations of the Canadian subsidiaries have been included in the Profit and Loss 
Account on the basis of the controlled exchange rate (90.09 for Canadian dollars in terms of 
United States dollars). 


Operations 

The acute meat shortage existing throughout the United States resulted in many suppliers 
discontinuing or curtailing the sale of meat to your company early in 1943, in order that they 
might allot greater quantities of meat to customers permitted to pay higher prices under the 
maximum price regulations then in effect. As the shortage grew more severe, it became evident 
that if the retail markets operated by your company were to obtain adequate supplies of meat, 
particularly beef, it would be necessary to develop new sources of supply. Your company accord¬ 
ingly purchased meat slaughtering plants in Omaha, Nebraska, Phoenix, Arizona, and Sacra¬ 
mento, California. The plant in Omaha, Nebraska, is operated directly by your company while 
the plants in Phoenix, Arizona, and Sacramento, California, are operated through wholly owned 
subsidiary corporations. 

During 1943 your company also acquired a gelatin dessert plant and a small cracker plant 
in Los Angeles, California, which manufacture dessert powders and bake crackers for sale 
through the retail stores operated by your company. Several plant and warehouse properties 
were sold to investors during the year and leased back by them to your company. 

The management found it advisable in 1943, because of increased procurement problems, to 
establish separate offices for a number of its procurement, supply and service departments. By 
separating these departments, which render services, purchase and manufacture commodities 
exclusively for your company, from the retail operations, their efficiency has been increased to a 
marked degree. 


Your company has been subject to the many wartime difficulties affecting all business, in¬ 
cluding merchandise shortages, regulations limiting the amount of merchandise that may be 
purchased and sold, rationing programs affecting the distribution of food products and maxi¬ 
mum price regulations. 

In addition, it has encountered serious manpower shortages in both its retail and its plant 
operations. In order to replace the trained employees called into military service or who left 
to obtain employment in war industries it was found necessary to substantially increase the 
number of women employed. Former employees who are now members of the Armed Forces 
total approximately 8,500. 

In spite of the many difficulties your company has been able to make the adjustments 
necessary to continue its operations on a wartime basis and to carry out its responsibilities 
for contributing to the war effort by continuing to supply the civilian population with food at 
fair prices. 

During the year, 51 stores and 66 meat sections have been added. A total of 109 stores 
were closed, in which were located 109 meat sections, which, of necessity, were also closed. In 
accordance with company policy, the expense of closing all stores vacated and the unamortized 
value of leasehold improvements on these stores were charged against current earnings. Such 
leasehold improvements on continuing stores are being charged off on an amortized basis. 

The annual sales and the average number of stores and meat sections in operation during 
the past five years are shown below: 


Year 

Sales 

Grocery Stores 

Meat Sections 
Located in 
Grocery Stores 

1939 • 

$385,882,083 

2,967 

2,643 

1940 

399,322,122 

2,671 

2,508 

1941 

475,124,885 

2,660 

2,472 

1942 

611,139,477 

2,697 

2,493 

1943 

588,833,620 

2,493 

2,418 


As at December 31, 1943, 2,472 stores, in which were located 2,394 meat sections, were 
in operation. 

In addition to the retail stores and markets mentioned above, your company and its sub¬ 
sidiaries also operated 41 principal warehouses, 19 bakeries, 7 creameries, 7 coffee roasting 
plants, 4 meat distributing warehouses, 4 dressings plants, 3 meat slaughtering plants, a gelatin 
dessert plant, a cracker bakery, an evaporated milk plant, a candy factory, a jam and jelly 
plant, a fruit and vegetable cannery and a number of smaller warehouses. 


Financial Position 

The total net worth of the company and its subsidiaries, as at December 31, 1943, according 
to the attached Consolidated Balance Sheet, was $61,453,199.60. The total current assets at the 
end of 1943 amounted to $78,867,329.90, while total liabilities, including debentures and term 
bank loans, amounted to $43,326,739.00, or an excess of current assets over all liabilities of 
$35,540,590.90. The ratio of current assets to current liabilities (as stated in the Consolidated 
Balance Sheet) was 3.05 to 1. The current and working assets and current liabilities of the 
subsidiaries in Canada, are included in the Consolidated Balance Sheet at 90.09 cents United 
States to the Canadian dollar (the official controlled exchange); fixed assets are included at the 
rates of exchange prevailing when such assets were acquired or constructed. 

The capital and surplus of the company, the book values per share of the preferred and 
common stocks, and the dividends and earnings per share of the common stock for the past five 
years are indicated below. The book value of the common stock is computed without deducting 
the premium of $10.00 per share to which the preferred stock is entitled upon voluntary or in¬ 
voluntary liquidation. The number of shares outstanding at the end of each year is used in 
determining book values and the average number of shares outstanding during the year in 
computing earnings: 



Capital 

Net Assets 

Book Value 

Dividends Paid 

Net Earnings 


and 

Per Share of 

Per Share of 

Per Share on 

Per Share on 

Year 

Surplus 

Preferred Stock 

Common Stock 

Common Stock 

Common Stock 

1939 

$51,075,334 

$308 

$42.79 

$4.50* 

$6.61 

1940 

53,286,166 

287 

43.13 

3.50 

4.76 

1941 

60,007,566 

270 

44.61 

3.50 

4.91 

1942 

60,154,048 

280 

45.70 

3.00 

4.06 

1943 

61,453,200 

288 

47.34 

3.00 

4.68 

*Paid in 

part in five per cent 

preferred stock. 





Miscellaneous 

The stockholders were advised in the Annual Report for the year ended December 31, 1942, 
of the indictment brought against your company, a number of its subsidiaries, officers and 
employees, by the United States Grand Jury in Kansas City, Kansas, for alleged violations of 
the Federal Anti-Trust Laws. A demurrer was filed to this indictment by your company and 
this demurrer was sustained by the United States District Court in Kansas City, Kansas. The 
government appealed from the judgment of the lower court on the demurrer and the United 
States Circuit Court of Appeals in Oklahoma City has reversed the ruling of the District Court. 
Your management is of the opinion that it will be able to present a complete defense to all of 
the charges in the indictment when the matter comes to trial and it has an opportunity to intro¬ 
duce evidence which will present a true picture of its operations. 

Two stockholders of the company, owning of record 112 shares of stock (100 of which 
apparently were acquired shortly before the suit was started), have brought a stockholders 1 
representative suit in the Supreme Court of New York, naming as defendants Mr. Charles E. 
Merrill, other persons, and all of the present directors of your company except Mr. Arthur 
Stewart. The complaint in effect charges that Mr. Merrill has exercised control over the com¬ 
pany’s management, resulting in undue financial benefit to Mr. Merrill. The present directors 
who have been named as defendants, although not subject to service because they are non¬ 
residents of New York, have authorized counsel to enter their appearances in order that they 
may defend this suit. Your directors are confident that the trial of the case will demonstrate 
that the allegations are without foundation and that the matters complained of have benefited 
the company and its stockholders. 


Personnel 

Mr. W. L. Harrison resigned as a director of your company in February, 1944. He will 
continue as a Vice-President, however, and will remain in charge of the meat and fresh fruit 
and vegetable procurement operations of your company. Mr. Arthur Stewart, who has been 
associated with the company for many years and who now holds the office of Controller of your 
company, was elected a director to fill the vacancy in the Board of Directors caused by the 
resignation of Mr. Harrison. 

Those employees who occupied the positions of District Manager, Supervisor or Store 
Manager during 1943, received remuneration for their services based on sales and gains as pro¬ 
vided for under the compensation plan placed in effect on January 1, 1942, and referred to in 
the Annual Report of 1941. Payment on this basis was made without prejudice to the affiliations 
of many of the employees with labor unions. 

Employees who are members of the Safeway Employees’ Association are entitled to the 
benefits of a group insurance plan, the cost of which is borne by the participating members and 
your company and its subsidiaries. The total group insurance in force now aggregates approxi¬ 
mately $64,430,000.00. 

War Savings Stamps are being sold to customers in all stores operated by your company 
in the United States. The employees have purchased a substantial amount of War Savings 
Bonds through a voluntary plan of payroll deductions placed in effect by your company. 

I extend to all employees in our organization my appreciation for their loyal cooperation 
and their contributions to the company’s progress. 


LINGAN A. WARREN, President. 


SAFEWAY STORES, INCORPORATED (a Maryland Corporation) AND SUBSIDIARIES 
Consolidated Balance Sheet as of December 31, 1943 
ASSETS 


Current Assets: 

Cash in Banks and on Hand.. 

Canadian Government Bonds—at Cost.... 

Accounts Receivable—Trade, less Reserve $61,923.42.-. 

Government Accounts Receivable......... 

Accounts Receivable for Sale of Properties occupied by Company.... 

Sundry Accounts Receivable. 

Merchandise Inventories (Note 2)___ 

Total Current Assets__. 

Prepaid Expenses: 

Taxes, Licenses and Rents.-.. 

Insurance___ 

Miscellaneous Supplies, etc. 

Investments and Advances: 

Security Investments—at Cost, less Reserve $26,195.62. 

Other Investments and Advances. 

Fixed Assets — at Cost: 

Buildings .-.. 

Leasehold Improvements. r ~..... 

Store, Warehouse and Plant Fixtures and Equipment. 

Automotive Equipment.~.~.-.. 


Less Reserve for Depreciation.... 

Debt Discount, Redemption Premium and Expense— 

Balance unamortized (Note 3)....... 

Total--—...... 

LIABILITIES 


$ 471,870.56 

239,228.73 
556,794.21 


140,830.31 

106,104,50 

2,506,755.85 

3,927,188.44 

1,502,425.53 

31,416,975.99 

4,495,066.85 

43,848,412.66 

19,838,277.21 


$ 12,000,557.18 
788,287.50 
821,141.76 
853*337.82 
354,595.60 
560,825.06 
63,488,584.98 
$ 78,867,329.90 


1,267,893.50 


246,934.81 


24,010,135.45 

387,644.94 

$104,779,938.60 


Current Liabilities: 

Notes Payable to Banks...... 

Notes Payable to Banks—Series due August 1, 1944—.. 

Accounts Payable---... 

Accrued Expenses...... 


Dividend Payable... 

Provision for Federal and Canadian Taxes on Income.~..$ 3,947,932.34 

Less U. S. Treasury Notes, Series “C”. 1,388,000.00 


Total Current Liabilities-...- 

Notes Payable to Banks—Due 1945 to 1948- 

Twenty-Year, } l /$% Sinking Fund Debentures—Due 1961_ 

Capital and Surplus: 

5% Preferred Cumulative Stock, Par Value $100.00 per share (Note 4 ): 
Authorized—287,296 shares: 


Issued—213,677 shares..-....!.$21,367,700.00 

Common Stock without Par Value: 

Authorized—1,500,000 shares: 

Issued—848,624 shares (Note 5)__ 9,942,648.13 

Paid-in Surplus . 12,697,254.17 

Earned Surplus (Note 6)....~.-...... . 17,544,293.00 


Less 90.7 shares 5% Preferred and 1,738.3 shares Common Stock in 

Treasury—at Cost.. 98,695.70 


Contingent Liabilities (Note 7)--— 1 


$ 7,600,000.00 
850,000.00 
10,850,252.12 
3,749,569.54 
266,985.00 

2,559,932.34 

25,876,739.00 

3,450,000.00 

14,000,000.00 


61,453,199.60 

$104,779,938.60 

■ ■ ■ MOB — 


NOTES TO FINANCIAL STATEMENTS 

Note 1—The Current and Working Assets, Current Liabilities and Operations of the Subsidiaries in Canada are included in the 
financial statements at the official selling rate of exchange; Fixed Assets and Depreciation are included at rates of exchange 
prevailing when such assets were acquired or constructed. On the foregoing basis, the net equity in these Subsidiaries 
at December 31, 1943 amounted to $10,832,916.08. Their Undistributed Profits since acquisition included in the Earned 
Surplus amounted to $1,713,203.44. The Net Income of these subsidiaries for 1943 amounted to $343,494.43. 

Note 2-—The inventories were valued at the lower of cost or market, cost being determined on the first-in, first-out basis and 
market on the basis of replacement market. 

Note 3—Debt Discount, Premium and Expenses of former Debenture and Note issues, refunded from the proceeds of the present 
Debentures, are being amortized over the life of the former Note issue. Expenses of the Debenture and Note issues now 
outstanding are being amortized over the life of these issues. 

Note 4 —The Preferred Cumulative Stock is redeemable on call and on voluntary or involuntary liquidation at a premium of $10.00 
per share over par value, an aggregate premium of $2,135,863.00 on Preferred Stock outstanding, less in Treasury. 

Note 5—After deducting 13,360 shares held in Treasury of which 10,000 shares are reserved to cover non-assignable options to the 
President of the Company exercisable until January 15, 1947, at $40.00 per share. 

Note 6—Under the terms of the Debenture and Note Issues now outstanding, dividends on the Preferred and Common Stocks 
cannot be paid (1) if such payment would reduce the Consolidated Net Current Assets below $30,000,000.00 in case of 
dividends on Preferred Stock, or $37,075,000.00 in case of dividends on Common Stock, nor (2) if the dividends paid on 
all shares of stock, plus amounts for the purchase or redemption of stock, since December 31, 1940, exceed the net cash 
received from the sale of stock, plus the Consolidated Net Income, since December 31, 1940 (a margin of $3,000,000.00 
in this requirement is permitted in the case of the Preferred Stock) ; no dividends shall be paid on the Common Stock if 
such payment would reduce the Consolidated Current Assets below two times the Consolidated Current Liabilities. 

Note 7—The Company is contingently liable for $279,822.73 in respect of guarantees of mortgages on store buildings erected and 
sold. Income Tax Returns for the year 1942 are subject to final review. Lawsuits incidental to the Companies' opera¬ 
tions are reasonably covered by insurance. The Company is defendant in certain actions arising out of alleged breach 
of anti-trust law9 which have not yet come to trial. 


















































SAFEWAY STORES, INCORPORATED (a Maryland Corporation) AND SUBSIDIARIES 
Consolidated Profit and Loss Account for the Year ended December 31, 1943 


Sales (Net)_ 

Cost of Sales.... 


Gross Profit_ 

Operating and Administration Expenses....$93,182,743.84 

Provision for Depreciation... 4,096,615.46 

Net Operating Profit___ 


Other Income....... 


Other Charges: 

Debt Interest, Discount and Expense.-...708,003.19 

Bank and Other Interest..... 186,582.34 

Loss on Property, Plant and Equipment.... 349,241.45 

Other Income Deductions.. 53,448.46 

Profit before Taxes on Income__ 

Provision for Taxes on Income: 

Federal Normal and Surtax.... 3,111,480.27 

Other Income Taxes. 442,197.57 

3,553,677.84 

Less Refund of Excess Profits Tax for 1942 under 

“Carry-back” Provision_ 132,480.00 

Net Profit (Note 1)_ 


$588,833,620.10 

481,839,116.10 

106,994,504.00 

97,279,359.30 

9,715,144.70 

40,076.83 

9,755,221.53 


1,297,275.44 

8,457,946.09 


3,421,197,84 

$ 5,036,748,25 


Earned Surplus Account for the Year ended December 31, 1943 


Balance as at December 31, 1942......;... $ 16,117,512.14 

Add Net Income for year ended December 31, 1943.. 5,036748.25 

$ 21,154,260.39 

Deduct Cash Dividends: 

Preferred Stock—$5.00 per share......_.$ 1,069,307.50 

Common Stock—$3.00 per share...... . 2,540,659.89 3,609,967.39 

Balance as of December 31, 1943 (Note 6)_ $ 17,544,293.00 


Paid-in Surplus Account for the Year ended December 31, 1943 


Balance as of December 31, 1942____ $ 12,728,100.66 

Deduct Premium on 5 % Preferred Stock retired_ 30,846.49 

Balance as of December 31, 1943_____ ^2^69^25^17 


ACCOUNTANTS’ REPORT 


To the Board of Directors, 

Safeway Stores, Incorporated: 

We have examined the Consolidated Balance Sheet of Safeway Stores, Incorporated (a Maryland Corporation) and 
Subsidiary Companies as of December 31, 1943, and the statements of Consolidated Profit and Loss and Surplus for the year 
then ended, have reviewed the system of internal control and the accounting procedures of the Companies, and, without making 
a detailed audit of the transactions, have examined or tested accounting records of the Companies and other supporting evidence, 
by methods and to the extent we deemed appropriate^ Our examination was made in accordance with generally accepted audit¬ 
ing standards applicable in the circumstances and included all procedures which we considered necessary. 

In our opinion, the accompanying Consolidated Balance Sheet and related Statements of Consolidated Profit and Loss 
and Surplus present fairly the position of Safeway Stores, Incorporated, and Subsidiary Companies at December 31, 1943, and 
the results of their operations for the year, in conformity with generally accepted accounting principles applied on a basis con¬ 
sistent with that of the preceding year. 

San Francisco, California. 

March 4, 1944. 


PEAT, MARWICK, MITCHELL & CO. 
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L. A. WARREN . 
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. . . Vice-President 
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Peat, Marwick, Mitchell & Co. 
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